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PRINCIPLES OF REIMBURSEMENT 

APPLICABLE FEDERAL AND STATELAWS 

Legal Basisfor Program 

The Rhode Island Medical Assistance Programwas established on July 1, 1966, 

under the provision ofTitle XIX of the Social Security Act as amended by 89-97Law 

whichwas enacted by the Congresson July 30,1965. The enabling State Legislation is to 

be foundin Title 40, Chapter 8 of the RhodeIsland GeneralLaws, 1956, as amended. 

The Powersof the Director 

Rhode Island General Laws 40-8-13provides that the Director of the Department 

of Human Services, shall make and promulgate rules, regulations, and fee schedules, for 

theproperadministrationoftheMedicalAssistanceProgram,andto makethe 

Department's State Planfor Medical Assistance conform to the provisions of the Federal 

Social Security Act. 

Penalties for Misrepresentationor Fraudulent Acts 

Penaltiesformisrepresentationorfraudulentactsinvolvingthisprogramare 

covered by both Section 1 909 (a) of the Social Security Act, and -3,1141-1 1-41 

4, 40-8.2-3, 40-8.2-4 and 40-8.2-7of the Rhode Island General Laws and any other 

applicable statutes. These criminal penalties in addition to civil actions for damages, 

recoveries of overpayments, injunctions to prevent continuation of conduct in violationof 

Chapter 40-8.2, 


as well as suspension or debarment from participation
in the program by state or federal 
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authorities. 

INTRODUCTION 

it should be noted that commencing with1978calendar year,the Rhode Island 

MedicalAssistanceProgrambegan to makepayment to participating facilities on a 

prospective basis. 

Starting on October 1, 2003 the Department will begin to phasein provisions for 

rate reform to be completedon or before October1,2005. This rate reformwill include the 

following elements: 

Annual base years from every three years. 

Four cost centers from seven cost centers. 

Establishment of new cost center ceilings. 

Re-array of costsof all facilities in the Direct Labor Cost Center (combined Labor 
Related andO.B.R.A. effective October1, 2003) every three years. 

Re-array of costs ofall facilities in the Other Operating Cost Center (combinedAll 
Other and Management Cost Centers effective October1, 2005) every three years. 

Establishment of a Fair Rental Systemto replace the Other Property Related Cost 
Center effective September1, 2004. 

Establishment of a Pass Through Cost Center (combined Fixed Property, Energy 
and Insurance from theAll Other Cost Center effective October1, 2003) with no 
cost center ceiling. 

This per diem reimbursementratewill represent full and total payment for services 

provided and, except for changes as a result of an audit of the facility's base year, appeal 

periodor direct labor cost interim adjustment payment,will not be subject to a retrospective 

adjustment to reflect increases or decreasesin actual costs. 
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RECORDS RETENTION AS PROVIDEDFOR BY THE STATUTEOF LIMITATIONS 

(12-12-17 )  

Each provider of long term care services participating in the Title XIX Medical 

Assistance with provisionsthese ofProgram in accordance the of Principles 

Reimbursement will maintainwithin the Stateof Rhode Islandall original records or hard 

copies of records and data necessary to supportthe accuracyof the entries on the annual 

BM-64 Cost Report. However, original invoices, canceled checks,contracts, minutesof 

board of directors meetings and any other material usedin the preparation of the annual 

cost report must be retainedin Rhode Island for at ten (10) years following the month 

in which the cost report to which the materials applyis filed with the State Agency as 

required by the Statute will make available upon request suchof Limitation. Each provider 

recordsand all otherpertinentrecordstorepresentativesoftheStateAgency, 

representativesof the Federal Department of Health and Human Services, and the State's 

Medicaid Fraud Unit within the State's Attorney GeneralOffice. 

The State Agencywill maintain all cost reports submitted by providers and all audit 

reports prepared by the Agency for at least ten inwhich the cost(10) years after the month 

report was filed by the provider or at least(10) years after the monthinwhich the audit 

was conducted. 

These Principlesof Reimbursement are implementedin accordance with the 

appropriate provisionsof the State's Administrative Procedures Act. 
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IV 

The Statewill pay to participating providers of long term care facility serviceswho 

furnish servicesin accordancewith the requirements of the Principles of Reimbursement 

the amount determined for services furnished by the provider under said Principlesof 

Reimbursement. 

If an overpayment to a participating providerof long term care services is identified, 

repaymentwill either be made by direct reimbursement or by offsetting future payments to 

the provider. Such repayment may include interest charges on the overpayment amount 

as provided for by Section40-8.2-22 of the Rhode Island General Laws. 

GENERAL 

REPORTING 

Reasonable Costs 

The provision of Nursing Facility Care Services to Medicaid recipients is provided 

only to those individualswho are eligible for nursing facility servicesin accordance with 

Medicaid regulations relating to resources and income. Consequently, the costof services 

forthoseindividualswithlimitedincomeandresourcesmustbereasonable. The 

Department of Human Services shall have the discretion to determine throughof its review 

submitted costs, andinaccordance with these principles, what constitutes reasonable and 

allowable cost. 

Not all reasonable and allowable costsmust be reimbursed. These Principles of 

Reimbursement, through application of rate ceilings, provide for payment of Nursing 

Facility Care services under the Medicaid Program on a prospective basis through rates 
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that are reasonable and adequate to meet costs that must be incurred by efficiently and 

economically operated nursing facilities to provide servicesin conformancewith state and . 

federal laws, regulations, and quality and safety standards. Reasonable costs shall mean 

those cost ofan individual facility for items, goods and serviceswhich, when compared, 

will not exceed the costs of like items, goods and services of comparable facilities in 

license and size. Reasonable costs include the ordinary, necessary and proper costs of 

providing acceptable health care subject to the regulations and limits contained herein. 

Participants inthe Medicaid program are expected to establish operating practices 

which assure that costs do not exceed what a prudent and costconscious buyer pays for a 

given itemor service. Whereit is determined that reported costs exceed those levels and 

in the absence of proof that the situationwas unavoidable, the excessive costswill be 

disallowed. 

Inthe absenceof specific definitions and/or elementsof allowable and disallowable 

costs that may not be contained herein, the Rules and Regulations of Federal Medicare 

Title Xvlll will prevail. 

The State reserves the right to make determinations of allowablein areas not 

specifically coveredin the Principles orinthe Rules and Regulationsof Federal Medicare-

Title XVIII. 

Upper Limits 

In no case may payment exceed the facility's customary charges to the general 

public or the federal upper payment limit such services. The Upper Payment Limit is 

based on reasonable cost as is our payment. 
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